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Dear'Applicant:

We have considered your application for recogrition of exemption from Federal
income tax under section 501(c)(3) nf the Intetrnal Revenue Code.

The information submitted jcvii-ates that you were incorporated under the laws
of the state of [Jij oo

. Your purgoses as set forth in your
articles of incorporation are as follows:

“.s.t0 oW, operate and maintain common and green arcas and
cormon amenities within the subdivision known as

..for the pleasure and benefit -
the members of the Asgsocistion.”

Your bylaws, in Article Twu, provide "Fach individual lot within the s.b-
diviaston 3hall be entitled to one memburship in the corporation.” Article
Efght of your bylaws provides that the board of directors may make sgsoss~
ments ot each lot for the purposes set forth {n the Articles of Incorpora-
t{ion. Such assesement! will be deemed to be a continuing purchsse wmoney
obligation. Such covenant shall he deemed co run with the lend. Article
Nine sots forth the maiutenance and services provided by the corpuration.
These include the following: 1) maintenunce of exterior randscape, parks
and recreational facilities: and ?2) maintuuance of the exterior of each
dwelling, including roofs, gutters and exterior surfuces. Article Ten
sets forth committecs. The board of directcys will sppoint an srchirec~
*ural commitree, which will approve all dravings, designs, specifications
and architectural pluns of struciures to b.: erected in the subdivision.

Th.!s committue has the power to wuive deed restrictions; withhold approvael;
enforce deed reatrictions; and remave offending structures.

Section 5061 (c¢)(3) of the tode provides, in part, for the exemption of
orgnnizations orgsnized and operated for charitable and educational purposes.

Section 1.501(c)(3)-1(aj(1) of the income Tax Regulations provides that in
order to be exeapt as an orpanization described in section S01(e)(3), an

orpanization must be both organirzed and operated excluaively {or one or
more of che enumerated purpased.




1f the organisation fsils to mest either the orgenisstional test or tha
operational test, it is not exeapt.

Section) 501 (c)(3)-1(b)(1)(1) of the regulations provides that an orgeni~
sstion 4is organized exclusivaly for one or vore exempt purpyses omly 1f

fte arricles of organizetfon (referred to 4in this section as {ts “erticles™)
ap defined in subparagraph (2) of this paragrsph:

{a) Limit the purposss of such orgonization to one or more
eXempPt purposcs; snd

(V) Do nor exgyresely eapower the orgsrnization ro engege,
othervise than as an {nsubstantial par: of ftz acti~
vities, in activities vhich {n themsclves are not in
furthey” :e of one oF more exompt JUTP-ses.

Section 1.501(c¢)3)-1(b)(4) of the regulations provides, in part, that an
organization is not orgsnicad exclusively for one or more exeapt purposas
unleoss i1ts assets are dedicated to an exempt purpose. An organisation's
assets will be coasidered dedicated tn an exempt purpoec¢, for exemples, if,
uvon dissolutionr, such sssets would, by resson of a provision in the
organization's articles cr by operaricn of lew, be cdistriduted for one or
nOYe eXempt purposes, or to the Pederal govermmeat, «r to e Stste o- local
govermment, for a public purpose, or vould de dfstributed By & court to
another organization to e ugsed iz such marney as {2 cthe julgmeant of the
court will best accomplish the gencral purposes for which <he dinsolved
organisation was corgenized.

Section 1.503{ci(3r1(c)(1) of the regulations provides "on ov enisation
will be regarded as ‘operatsd exclusivaly' for one or mores eXumpt purposee
only 1{f it ¢ogages primarily 1o accivitiers whick pccomplish one or move
of such exempt purposas apecified in section 301(c)(V). Ar orgenissction
vill not de so rege.ded 1f more than an inaubgtan.fe! part of its seti-~
vities 18 00t in furtherance of an exempt purpose.”

Section 1-501Cc)(3)-1(d)(1)(21) of the rxsguliations provides that an
orgsnization 1s not orgenized cr opersted ¢xclusiv-ly for axempt purpcess
unless it serves s public vather than a privaete L rest.

The Supreme Lourt, f{a Batter Business Of Wasbingicn, D.C., Tac. v. United
$tates, 326 U.5. 279 (T94%Y, held thar a betier husin:en bureau vas not
sxclusively sducaticnal or charirable. Its acriviticy were in part aimed
. at promoting the prosperity and stsndling of tha bugineds community, even
though thers wex slsc benefit to the puhifc. Te Couwrt held the: im order
to fall within the clatwed exenption, an vrpemizavion must ba devoted to
educational purposes esclusively. This plainly mesins that the presence
of a sirgle non-educational purpoee, (f cubatontis! in nefure, wild
destroy the exemption repgardless of “he nmwuer ov fweavrance of u-uly
educacional purposes.




Your orzanisation's Articles of lnsorporation do met include the langusge .
required under section 1.301(c)(3)~1{8) of the Income Tax Regulations.
Your assets are not dedicated to enwmersted purposes; and your purposes
and powers 3xe not purposes vithim the smbit of wectiun 301(c)(3) of the
Coec Or eection Y. 501(¢)(3)—1(6)(1)(l) of the Income Tax l-;ulations.

SVhen an crganizaticn's soutce or ineull 18 principaliy from memberslifp
duas snd 1s vged for the pameat:ef bahefits for ngmbers, ir ia -essentially
a mutusl self interest type ~f ovganination. TYour income 12 used to
provide for direct bepefits l1ké yavd werk, utilities and Lndurance to
tho members. Any benefits to thy lsryer community s miner and {nctdental.
Youwr organizztion, like the organizatien dascribed (o the Bettar Pusiness
Murcau case, iu not opsrated extlusively for charitable or ecucstional
purposes. Providing exterior msintenanté of acaber's houses and the
maintenance of archirectural control 3f such axterior saintenance of your
members homeu is not an exclusivaely chasritable or educationsl purpose,
withir the mewning of sectiom S01(c)(3) of the Code.

Based upon the foregoing, wa conclude that you sre not operatad exclusively
for axempt purposaes within the mesning of section 501 {(c)(3) of the Code.
Therefare, you do not qualify for recognition of exemption under section

0! (cY(3 ~f the Code. You are, therefore, required to file Federal fncome
taX retuIns.

If you agroe with those conclusions or 47 vot vish to file & written pretsst,

plescs cigr snd return Porm 6018 in ¢he .uclotcé sel f~addreused envalope ao
soon ss posaidble.

If you do not agrec with thase conclusions, you may within 30 days frow
the date of this lecver, fila ia duplicate a brief of the facts, lav, snd
srgument that clearly sets forth your position. If you desire an oral
discussion o the isene, please irdicate this in yowr protest.

If you do not file e protest with this office within 30 deye of the dite
of this report ar lefter, this ptd’bll‘ determination will become 2inal.

If you have further guestions, pleasa comtact the perscn whése name asud
telephone numbez are showm st the bcglantng of this letter.

‘ Stncoroly,

District Iivector
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